TEACHERS' RETI REMENT BOARD
| NVESTMENT COW TTEE

SUBJECT: Approval of M nutes of | TEM NUMBER 3
March 4, 1998, | nvestnent
Comm ttee, Open Session

ATTACHVENT( S) 1
ACTI ON: X DATE OF MEETI NG April 1, 1998

| NFORVATI ON: PRESENTERS: Chai r per son

Proposed m nutes of the Investnent Commttee Meeting held in open
session March 4, 1998 are submtted on the foll ow ng pages.



PROPOSED
M NUTES OF THE
| NVESTMENT COWM TTEE MEETI NG
OF THE
STATE TEACHERS' RETI REMENT SYSTEM
MARCH 4, 1998
OPEN SESSI ON
ROBYN D. M LLER BOARD ROOM
7667 FOLSOM BOULEVARD
SACRAMENTO, CALI FORNI A

COWMM TTEE MEMBERS PRESENT

Gary Lynes, Chairperson

Yvonne Gal | egos Bodl e

CGeor ge Feni nore

Marty Mat hi esen

M chael Mayer

Lillian Raffel

Emma Zi nk

Kat hl een Connell, State Controller

Ri chard Wi tnore, representing Superintendent
of Public Instruction, Delaine Eastin

Natal ya Smth, representing State Treasurer
Mat t hew Fong

Robi n Dezenber, representing State Director
of Finance, Craig Brown

ALSO PRESENT

James Mbsman, Chief Executive Oficer

Patrick Mtchell, Chief Investnent Oficer

El | een Ckada, Director, Investnent Adm n. And External Rel ations
| an Lanoff, Fiduciary Counsel

Ron Meal or, Staff Counsel

Doug Wlls, Staff Counsel

Chris Waddel |, Chief Counsel, Departnent of Finance
Fred Buenrostro, Deputy Controller

Christine Dreval as, Associate Treasury Program O ficer
Jenni fer DuCray-Morrill, DCEOQ, Gov. Affairs & Program Devel opnent
M chel | e Cunni ngham Director of Fixed |Incone

Mtch Pleis, Director of Real Estate

Real Desrochers, Director of Alternative Investnents
Steven Tong, Investnent O ficer

Ri chard Rose, Investnent O ficer

Jani ce Hester Aney, Corporate Affairs Advisor

Al l an Enkin, Pension Consulting Alliance

Nori Cerardo Lietz, Pension Consulting Alliance

Wal |y Knox, State Assenbl yman

Mary Ann Avansi no, Executive Assi stant

A quorum being present, Chairperson Lynes called the
open session nmeeting to order at 9:35 a.m

ANNOUNCEMENTS (1t em 2)




There were no announcenments at this tine.

APPROVAL OF M NUTES OF FEBRUARY 4, 1998 | NVESTMENT
COW TTEE, OPEN SESSI ON (Item 3)

MOTTON duly nade by M. WMathiesen, seconded

by M. Feninore and carried to approve the

m nutes of the February 4, 1998 |nvestnent

Comm ttee, Open Session as presented.

Ms. Connell arrived at the neeting at 9:43.

LEA SLATI ON( It em 15)

Ms. DuCray-Morrill reviewed three tobacco investnent
related bills, AB-1679 (Perata), AB-1744 (Knox), and
SB- 1433 (Hayden). Discussion ensued. No position was
taken on these bills pending conpletion of a third
party anal ysis comm ssi oned by STRS.

Ms. Smth arrived at the neeting at 9:50 a.m and
assuned representation for the State Treasurer.

Assenbl yman Knox di scussed the third party anal ysis and
requested that the results of the analysis be provided
to the legislature, specifically to the authors of the
tobacco related bills and to Assenblyman Honda,
Chairman of the Assenbly Commttee on Public Enpl oyees
Retirenent and Social Security. Assenblyman Knox al so
commended STRS efforts and commtnent to providing
information to himon this issue.

CREDI T ENHANCEMENT - SCHOOL BOND ENHANCEMENT( 1t em 10)
Messrs. Rose and Mtchell discussed a prelimnary
concept for a school bond enhancenent program which
will require a legal opinion to consider Ed. Code and
|RS issues and may require |egislation. Di scussi on
ensued.

Ms. Zink exited the roomat 10:30 a.m

MOTI ON duly nmade by Ms. Connell, seconded by
Ms. Bodle and carried to delegate authority
to the Chief Executive Oficer to seek a
| egal opi ni on regar di ng school bond
enhancenent .

Chai rperson Lynes recessed the neeting at 10:35 p. m
The neeting reconvened at 10:45 a. m

Ms. Zink returned to the neeting at 10:45 a. m

Ms. Connell did not return to the neeting follow ng the
recess, M. Buenrostro assunmed representation for the
State Controller.

GLOBAL ASSET ALLOCATI ON - EXTENSI ON OF CONTRACTS (Item
4)




VI .

VII.

VIIT.

Xl .

M. Mtchell reviewed the recomrendation by Staff and
PCA to extend the contracts of the three d obal Asset
Al'l ocators, Baring International, Brinson Partners and
Fiduciary Trust for one year pending |nvestnent
Commi ttee decisions regarding the structure of non-U. S.
assets.

MOTI ON duly nade by M. Feninore, seconded by
Ms. Zink and carried to extend the contracts
of Baring International, Brinson Partners and
Fi duciary Trust for one year.

REAL ESTATE - PERFORVMANCE FEE FOR AMB (I tem 5)

M. Pleis reported that the 1ncentive fee for AMB had
been revised to reflect a decrease of $28,000 due to an
arithnetic error. Pension Consulting Alliance/ E&Y
Kenneth Levent hal was  present to verify these
calculations. Action on this itemwas deferred pendi ng
a cl osed session discussion.

CORPORATE GOVERNANCE - UPDATE ON TOBACCO RELATED | SSUES

(I'tem o)
Ms. Hester Aney reviewed the first quarterly report on
t obacco rel ated hol dings. Ms. Hester Aney reported

that the report would be provided to Assenbl yman Knox
and Assenblyman Honda immediately followng the
meet i ng.

FI XED | NCOVE - THE ROLE OF G_LOBAL FI XED | NCOVE (Item 7)
Ms. Cunni ngham and M. Rose presented an evaluati on of
the role of non-dollar fixed incone in a diversified
portfolio. Staff concluded that the broad research
conducted to this point has denonstrated that on a
strategi c passive basis non-dollar fixed incone would
not add significant value. However, Staff and PCA
recommend conducting further anal ysis addressing
specific issues, such as, active/passive nmanagenent,
per f or mance benchmar ks, i nt er nal VS ext er nal
managenent, and possible effects of the European
Monet ary Uni on.

EQUI TY - ROLE OF | NTERNATI ONAL EQUI TY (I tem 8)

M. Enkin and M. Mtchell discussed the witten
informational item which is part two of a three part
educational series on non-U S. equity.

REAL ESTATE - ROLE OF CONSULTANT (ltem 9)

M. Plers reviewed the witten report clarifying the
role and scope of services which will be provided by
Pension Consulting Alliance/ E&Y Kenneth Leventhal as
STRS real estate consultant.

ACTIVITY STATUS REPORT - CREDI T ENHANCEMENT PROGRAM
(I'tem 11)




X,

X,

Xl V.

XVITT.

Xl X

The Comm ttee accepted the witten status report.

REAL ESTATE - ACTIVITY STATUS REPORT (Item 12)
M. Plels presented the witten report.

ACTI VITY STATUS REPORT - ALTERNATI VE | NVESTMENTS (Item
13)

M. Desrochers presented the witten report and stated
that a review of the alternative investnent portfolio
and a proposed investnent plan is scheduled for the My
meet i ng.

REPORT OF THE CHI EF | NVESTMENT OFFI CER (lItem 14)

M. Mtchell presented the witten report and presented
updat es. He reported that the fund assets as of the
end of February were $83.9 billion.

Ms. Zink commended M. Mtchell for his presentation
and participation at the Pensions 2000 Conference

OPPORTUNI TY FOR STATEMENTS FROM THE PUBLI C (Item 16)
There were no statenents fromthe public.

M. Lynes recessed the neeting at 12: 00 p. m

MOVE TO CLOSED SESSI ON
Chal rperson Lynes noved the neeting directly to closed
session at 12:50 p. m

RETURN TO OPEN SESSI ON
Chairperson Lynes reconvened the open session at 2:44
p. m

Ms. Connell was present at the reconvened open session.
Ms. Dreval as represented the State Treasurer.

REAL ESTATE - PERFORVMANCE FEE FOR AMB (I tem 5)
MOTTON duly nade by M. Feninore, seconded by
Ms. Zink and carried to defer action on the
aut hori zation of paynent of the performance
fee for AMB to a future neeting. M. Connell
and M. Whitnore abstained.

ADJ QURNVENT

Chalrperson Lynes announced that while in closed
session, the Commttee discussed matters pertaining to
l[itigation and investnment decisions. There being no
further business to conduct, Chai r per son Lynes
adj ourned the neeting at 2:47 p. m

Janes D. Mosman, Chief Executive Oficer and
Secretary to the Teachers' Retirenent Board



Gary Lynes, Chairperson



